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CIVIL AERONAUTICS BOARD
A proposal to amend the accounting and reporting regulations to require the
airlines to report all lobbying expenses in a separate, nonoperating
account was published in the 9/15/77 Fed. Reg., pps. 46339-48.
The proposal
is in response to a petition for rulemaking from the Aviation Consumer Action
Project (ACAP) which requested the Board to require the airline to report the
amount of money they spend on lobbying and institutional advertising, and not
to permit the airlines to pass these costs on to their passengers. The
proposal also seeks comments on the appropriate treatment of advertising
expenses for ratemaking purposes. C o mments are requested by 10/14/77.
Finalized amendments to the uniform system of accounts for certificated air
carriers relating to Form 41 have been announced. Part of an effort to
reduce and improve air carrier reporting, the amendments in Docket 30852
combine a quarterly report schedule dealing with carrier accounts with
associated companies and nontransport divisions and an annual schedule
dealing with air carrier investments into a single schedule to be filed
quarterly, and other related changes. The amendments are effective 12/5/77.
COMMODITY FUTURES TRADING COMMISSION
Public hearings will be held on 10/5 and 10/6/77 to receive oral statements on
proposed revisions to the minimum financial and related reporting requirements
for futures commission merchants (FCMs). The hearings will be held in the
5th Floor Hearing Room, 2033 K Street, NW, Washington, D.C. An outline of any
proposed statement must be received by 9/30/77 by Mrs. Jane Stuckey (202/254-6126).
COST ACCOUNTING STANDARDS BOARD
Finalized amendments to the regulations on contract coverage to exempt small business
concerns and reduce requirements that certain other companies must meet appeared
in the 9/12/77 Fed. Reg., pp. 45625-29. The amendments also extend the
applicability of the standard covering allocation of home office expenses
to segments to some additional companies. The effective date for these changes
will be 3/10/78.
ENERGY, DEPARTMENT OF
The President has signed an executive order designating October 1st as the opening
date for the new Department. Although the positions of Inspector General and
Energy Information Administrator have not yet been filed, the President
announced a number of nominations, including FEA Administrator O ’Leary to be
Deputy Secretary; David J. Bardin, currently Deputy FEA Administrator, to be
Administrator of the Economic Regulatory Administration; and Charles B. Curtis,
currently Chairman of the FPC, to be Chairman of the Energy Regulatory Commission.
The Senate completed work on another part of the Administration's energy conservation
plan last Tuesday when it passed S.2057. The bill includes a ban on the sale of
"gas-guzzling" autos beginning with 1980 models. This provision is in conflict
with the House bill which calls for a penalty tax on the sale of energy-inefficient
cars. Also included are provisions to require electric and gas utilities to
advise home owners on energy conservation, a program of Government-insured loans
to finance energy saving h o me improvements, and a direct-loan program to finance
the installation of solar heating and cooling.
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FEDERAL COMMUNICATIONS COMMISSION
Comments on an Ernst & Ernst report entitled "Study of Depreciation Rate Practices
and Policies" are requested. The report includes comment on FCC Docket No.
20188, a rulemaking proceeding concerning the Bell System's petition to change
from vintage group (VG) depreciation to equal life group (ELG) depreciation.
Comments on the E&E report and other depreciation issues should be submitted by
10/8/77; copies of the report may be inspected in Room 639 at the FCC's offices,
1919 M Street, NW, Washington, D.C.
Proposed rules to amend certain annual report forms used by telephone companies,
wire-telegraph and ocean-cable carriers, and radiotelegraph carriers appeared in
the 9/13/77 Fed. Reg., pp. 45936-37. The proposed changes involve reporting
requirements for the compensation of employees other than officers and directors.
Comments are being solicited on two major areas:
(1) the adequacy of the com
pensation groups being proposed for aggregating employees other than officers
and directors; and
(2) which company officials shall be individually reported
as officers in the revised schedules. Comments should be submitted by 11/1/77.
FEDERAL RESERVE BOARD
A major bank regulation reform proposal has been introduced by the Chairman of the
House Banking Subcommittee on Financial Institutions, Rep. St. Germain (D-RI).
The bill (HR 9086) provides for more complete disclosure of bank activities
and limits self-dealing by bank directors and officers. Title X of the bill
establishes a "Financial Institutions Examination Council" to establish
uniform procedures for the examining agencies.
Title XI deals with new rules
and responsibilities for protecting customer bank records. Mr. St. Germain's
remarks on introducing the 176-page bill and a synopsis appeared in the
9/14/77 Cong. Record, pp. H9417-18.
GENERAL ACCOUNTING OFFICE
A survey of the accounting procedures of Shell Oil Company and Houston Oil and Minerals
Corporation has been conducted for Reps. Harley Staggers (D-WVa) and John Moss
(D-CA) "to gain an understanding of the effects and rationale of the accounting
procedures for accumulating financial data." Particular attention was addressed
to the accounting issues regarding allocation of revenue and expenditures through
time and allocation of revenue and expenditures among products. GAO noted the
FASB and SEC work on successful efforts and full cost accounting concepts, concluding
that existing studies "have not been able to provide conclusive arguments to
establish either method as preferable under all circumstances".
GAO also noted that they are currently working on a study of the costs
and profits of natural gas producers. That study is expected to be completed
in the first quarter of 1978. Copies of the letter report (EMD-77-53) are
available by calling the GAO Reports Department, 202/273-6241.
HEALTH, EDUCATION, AND WELFARE, DEPARTMENT OF
A public meeting to receive additional comments and suggestions on national health
insurance issues will be chaired by Secretary Calif ano on 10/4/77. The meeting
will be held at the HEW North Auditorium, 330 Independence Avenue, SW, Washington.
Anyone desiring to participate should write to the Secretary by 9/24/77, and
written comments may be filed under 11/1/77.
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A five year program entitled "Operation Common Sense" intended to reduce and make
HEW regulations understandable has been announced by Secretary Califano. HEW
regulations currently fill 13 volumes of the Code of Federal Regulations,
running to over 6,000 pages.
In a letter addressed to mayors, governors,
and other government bureaucrats, the Secretary has requested them to
identify the kinds of rules and regulations deserving of the project’s
attention.
The Administration's welfare reform proposal has been jointly introduced by
Rep. Corman (D-CA) and Sen. Moynihan (D-NY), Chairmen of the subcommittees
that will consider the bill. A reprint of the Senate introduction (S.2084)
was included in the 9/13/77 Cong. Record, pp. S14787-807.
INTERSTATE COMMERCE COMMISSION
Pierce A. Quinlan has been appointed to be the
Commission's senior ranking staff official
administrative responsibilities. Prior to
Mr. Quinlan was Administrator of the Labor
Employment Development.

new Managing Director. He will be the
and will have broad management and
accepting this new position,
Department's Office of Comprehensive

JUSTICE, DEPARTMENT OF
The need for more effective utilization of auditors in the battle against white
collar crime was underscored recently in a speech by Assistant Attorney General
Benjamin R. Civiletti. Mr. Civiletti said that the Department is conducting
training sessions for government auditors and private auditors as they have
found "time and time again that government and private auditors discover
significant frauds and do nothing more than disallow the questionable cost."
He enumerated a number of suggestions for business, including good internal
audit controls, noting that private auditors "are frequently the employer's
first line of defense."
OFFICE OF MANAGEMENT AND BUDGET
"Rep-tape" is being cut in the administration of the Federal grant-in-aid programs.
Five areas of program inefficiency were specifically targeted, among them
audit procedures. The President is ordering that departments and agencies give
consideration to single audits wherever possible and to increase federal reliance
on state and local audits.
The revisions to the guidelines have been issued as OMB Circular A-102 and
the circular appeared in the 9/12/77 Fed. Reg., pp. 45828-91. In particular,
it notes that grantee audits should be made in accordance with GAAS, including
the GAO's "yellowbook" standards. Copies are also available by calling
202/395-4660.
Hearings on the need for uniform reporting of the use of outside consultants by
the Federal Government were held this past week. Sen. Metcalf (D-Mont) , Chairman
of the Reports, Accounting and Management Subcommittee, has undertaken a study to
determine whether sufficient information is available on which to base agency
decisions on whether to do certain tasks with agency personnel or "contract out".
Ken Blaylock, head of the civil service union (AFGE) testified that the need
for this kind of information is needed.
Sounder planning and better performance
would be the benefits of such information.
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OMB witnesses announced that a uniform definition of "consultant services"
was being unveiled and that a new OMB circular with revised guidelines on the
use of outside contractors was being considered. O M B ’s figures indicate that as
of May 1977 consulting arrangements amounted to almost $1.8 billion.
GAO concurred in the need for better guidance on the proper use of consultants
and a GAO report will be released very soon in which GAO will recommend
encouraging more competition for consultant awards.
Former Assistant Navy Secretary John J. Bennett has been named Director of the
Federal Procurement Institute (FPI). Dr. Bennett will be responsible for
coordinating planning, development, implementation and evaluation of programs
concerning various aspects of procurement for FPI, which was established to
develop a skilled force to handle the procurement process for the federal
government. Prior to joining the Defense Department in 1976, Dr. Bennett was
manager of the Aerospace/Defense Practice Group at Peat, Marwick, Mitchell &
Company.
RENEGOTIATION BOARD
The Senate version of the legislation to extend and modify the Renegotiation Board
(S.1594) has been stalled, and the Senate Banking Committee, over objections of
Chairman Proxmire (sponsor of S.1594), opted in favor of "mothballing" the
1951 law. The amendments offered by Sens. Cranston (D-Cal) and Lugar (R-Ind)
would put the Act on "standby", except in time of national emergencies, and
increases retroactively to 1972 the threshold for contracts subject to the rene
gotiation process from $1 million to $5 million. The two items will be offered
as separate bills on the Senate floor.
Senator Proxmire indicated he would like to see a GAO study of the cost
benefit trade-offs for retaining the renegotiation process and will probably
favor delaying any action on the legislation until such a report is completed. *
Reportedly, Reps. Hannaford (D-Cal) and McCloskey (R-Cal) are readying similar
amendments as alternatives to the Minish bill (HR 5959) which is similar to
S.1594.
SECURITIES AND EXCHANGE COMMISSION
Amendments to the rules regarding disclosures by commercial and industrial companies
of investments in marketable securities and other security investments have
been announced (ASR 226, 9/8/77). These amendments are effective for financial
statements for fiscal years ending after 12/24/77.
TREASURY, DEPARTMENT OF
Hearings on the IRS Coordinated Examination Program (CEP) for-auditing the largest
corporations, banks and utilities were held by the House Ways and Means Oversight
Subcommittee last week. Chairman Gibbons (D-Fla) opened the hearings by noting
that his staff has found that IRS has uncovered possible fraud in 15% of the
CEP subjects. Com m i s s i o n e r Kurtz stated that, "From the perspective of the number
of slush funds, we find it very discouraging."

M uch of the testimony and questioning concerned the "11 Questions" IRS
has propounded to corporations to detect illegal slush funds. GAO concluded
that IRS is doing a "pretty fair job", according to General Government Division
Director Victor Lowe, who said, "Normal audit and compliance procedures cannot
be expected to uncover fraud. Therefore, the most direct way to obtain slush
fund information is to ask people in a position to know of its existence."
William Penick, CPA, speaking for the AICPA Federal Tax Division, stated that
the 11 questions are too vague which "makes them literally unanswerable in their
present form." He also spoke on computer technology as used by the IRS in its
audit process, the use of specialists in the CEP, and the effectiveness of the
program as it relates to the examination of foreign operations of U.S. companies.
Anyone wishing to receive one free copy of the AICPA testimony may do so by
contacting our Washington office prior to 9/28/77 and requesting Document 30-1.
Telephone requests are encouraged and should be directed to extension 47.
A probable schedule of consideration of the A dministration's tax reform package
by the House Ways and Means Committee has been announced by Chairman Ullman
(D-Ore). If the President’s message is sent on or about 10/3/77 as expected,
the committee will hear Administration witnesses on 10/11, 10/12 and 10/13/77.
Testimony from the general public will begin 10/17/77, running through 10/25/77,
beginning with general comments on more than one principal subject. The hearings
will then be suspended until a later date. All requests to testify must be
received by 10/7/77.
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